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NOTES FROM THE EDITORS 


The college year is opening again, and this month’s MR is in a sense 
a special student issue, James Webster’s article, “A New Road for Student 
Socialism,” discusses the burning issues of the student socialist movement and 
proposes a specific program of action. “Memo to Graduate Students” urges 
the need for more and better research on the Left and raises the question of 
how graduate students can help to meet this need. 

We hope both these pieces will call forth vigorous reactions from 
student readers of MR. If James Webster is right that the student socialist 
movement is moribund, then surely now is the time to do something about 
it. Moreover, a free exchange of views seems to be the necessary first step. 
We are glad to offer MR as a channel for such discussion, and we hope that 
in future issues it will be possible to publish reports on the development 
and activities of a revitalized American student socialist movement. 

Hardly a month goes by without our receiving requests, often ac- 
companied by money, for reprints of one or more articles from the latest 
issue. Unfortunately, we cannot comply with most of these requests. To 
reprint an article involves a substantial initial expense which can be 
justified only if a large number of copies can be sold. But this kind of 


(continued on inside back cover) 








REVIEW OF THE MONTH 








































CRY HALT! 


We are moving into a new period of American foreign policy. 
Up to now everything that has been done has been done in the 
name of defense against the alleged threat of Soviet aggression. 
This was true of the Truman Doctrine. It was true of the Berlin 
airlift. It was true of the North Atlantic Pact. It was true of the 
intervention in Korea. It was true of the Japanese peace treaty. It 
was true of the alliance with Franco Spain. It is true of German 
rearmament which, even as we write, is the main item on the 
agenda of the western foreign ministers meeting in Washington. 
Above all, it was and is true of the enormous, multi-billion-dollar 
arms program which now completely dominates the economic life 
not only of the United States but of the whole capitalist world. 

Defense against Soviet aggression—that was supposed to be the 
be-all and end-all of American policy. But there has been no Soviet 
aggression, and as the gigantic American-controlled military machine 
takes shape it is increasingly obvious to every one that there never 
will be. We are entering the period when defense against Soviet 
aggression will no longer serve as a justification for a policy of all- 
out preparation for war. American policy must have a new justifica- 
tion, a new objective. 

Or rather, the real objective of American policy must come in- 
creasingly into the open and must itself be justified. It is this process 
which bulks larger and larger in the output of official and unofficial 
ruling-class spokesmen and which will increasingly dominate rul- 
ing-class ideas and attitudes in the period ahead. Not that the real 
objective of American policy has been a secret up to now—it hasn’t. 
But it has been played down and submerged under a barrage of 
defense-against-aggression propaganda so that it is entirely unknown 
to the vast majority of the American people. To play it up and put 
it in the center of the propaganda effort is a new undertaking which 
is apparently just getting under way. 





The key to American policy, as we have said on numerous oc- 
casions, is to be found in Secretary of State Acheson’s Berkeley, 
California, speech of March 16, 1950. There, in a seven-point 
formulation, he told the Soviet Union America’s terms for peaceful 
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co-existence. Let us refresh the reader’s memory by repeating the 
summary of the seven points which we included in the Review of 
the Month for March, 1951: 


First point: The German, Austrian, and Japanese peace 
treaties must make those countries “free”—in other words anti- 
Soviet allies of the United States. 

Second point: “Orderly representative processes” must be 
introduced into “the whole group of countries we are accustomed 
to think of as the satellite area”—in other words, the Soviet 
Union must stand aside while the United States organizes and 
finances a counter-revolution in eastern Europe. 

Third point: “The Soviet leaders could drop their policy 
of obstruction in the United Nations”—in other words, the 
Soviet Union must accept American domination of the UN. 

Fourth point: The Soviet Union must accept “realistic 
and effective arrangements for the control of atomic weapons 
and the limitations of armaments in general”—in other words, 
the Soviet Union must place all of her work in the field of 
atomic energy under the inspection and control of an American- 
dominated agency. 

Fifth point: The Soviet union must “desist from, and co- 
operate in efforts to prevent, indirect aggression across national 
frontiers’—in other words, (“indirect Russian aggression” be- 
ing the usual pseudonym for national revolution) the Soviet 
Union must assist the’ United States in suppressing revolutions 
wherever they may threaten. 

Sixth point: The Soviet Union and its allies (as long as it 
still has any) must give American official representatives the 
run of their countries. 

Seventh point: The Soviet leaders must stop criticizing the 
United States and its allies, 


The meaning of Acheson’s Berkeley speech was clearly pointed 


out at the time by Professor Frederick L. Schuman, one of the 
country’s leading authorities on foreign affairs and especially on 
relations between the United States and the Soviet Union. The 
seven points, he said, 





have a common political denominator. By coincidence, they em- 
brace the “five points” in James Burnham’s The Coming De- 
feat of Communism, which is dedicated to the proposition that 
“there is only one possible objective of United States foreign 
policy: the destruction of Communist power.” Each point calls 
upon the Muscovites to withdraw, retreat, acquiesce, yield, or 
otherwise abandon components or techniques of influence. (The 
Daily Compass, March 24, 1950.) 


In a word: the seven points add up to an uncompromising claim 


to American world domination. 
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For a long time not much was heard of the seven points: they 
were too obviously in contradiction with the loudly proclaimed de- 
fensive aim of American policy. But things began to change a few 
months ago: apparently the politico-military leaders in Washington 
decided that the time had come to go more or less openly over to 
the offensive. 


The first unmistakable signs of the change in strategy came with 
the truce talks in Korea. For several months prior to the talks, 
American policy looked to the restoration of the status quo ante in 
Korea, with a cease-fire at the 38th Parallel as the first step. In 
March, General Ridgway said that such an outcome would be a great 
victory for the UN; and early in June, during the MacArthur hear- 
ings, Secretary Acheson carefully and explicitly formulated this policy. 
For the sake of the record, here is what Acheson said. His questioner 
is Senator Smith of New Jersey: 


Q—Now, I am not quite clear in my mind yet from the 
testimony, Mr. Secretary, as to our present objectives in Korea. 
Let me put the question this way: Do we consider the objective 
of the United Nations in Korea the restoration of the pre- 
aggression status of Korea or the unification of the entire coun- 
try? A—Well, I tried to make that clear yesterday, Senator. 
I am glad to go over it again. 

Q—I think it is so important that it is well to reiterate it, 
because I am not quite clear yet what we are driving at there. 
A—What I said yesterday was that the military objectives of the 
United Nations forces in Korea are to repel the armed attack 
which took place against the Republic of Korea and to restore 
peace and security in the area. That is what they are trying to 
do with military force. 

Q—Could I ask you right there—when you say “the area,” 
that is the trouble. Do you mean the area below the 38th Par- 
allel, which is the South Korean part of it, or the entire Korean 
area? A—If you are going to restore peace and security, you 
have got to restore it in the area. You have not restored peace 
and security if there are people on the other side coming over 
and fighting you. You have to try and stop that condition of 
fighting and war that is going on. Now, the long-term political 
objective of the United Nations in Korea has been to establish 
a free, independent, and democratic Korea. That they have been 
trying to do.since 1948. The forces were not put into Korea 
to do that when they went in in June. In other words, if the 
North Koreans had obeyed the instructions of the Security Coun- 
cil of the United Nations and withdrawn to their own part of 
Korea and ceased their attack, then that situation would have 
been resolved. 

Q—Well, does that suggest the possibility of a cease-fire 
at or near the 38th Parallel? A—If you could have a real set- 
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tlement, that would accomplish the real purposes in Korea. That 
is if the aggression would end and you had reliable assurance 
that it would not be resumed, then you could return to a peace- 
time status, and we would hope gradually to remove the troops 
from Korea, both Chinese troops and United Nations troops. 
It would take some little time to do that because it is a very 
disturbed condition now, but that would be the objective. 


How this was interpreted at the time was indicated by a state- 
ment from the conservative Washington Evening Star which was 
subsequently read into the record by Senator Cain: “A cease-fire 
order in Korea on the basis of the 38th Parallel would in Mr. 
Acheson’s opinion keep faith with the UN policy. . . .” Moreover, it 
was obvious to observers then that Acheson was not talking solely 
for the benefit of American Senators. “The offer of peace is there,” 
said James Reston in the New York Times of June 6th, “if the 
Chinese Communists have eyes or freedom to see it.” 


Malik’s speech on the eve of the first anniversary of the Korean 
war, suggesting a cease-fire on the 38th Parallel, was no doubt a 
direct answer to Acheson’s testimony. American acceptance seemed 
to indicate that the only problems which remained to be solved were 
of a purely technical nature: there can surely have been very few 
people, either in this country or abroad, who did not take it for 
granted when the cease-fire talks started that the 38th Parallel was 
the already-agreed-upon line of demarcation. And yet the talks had 
hardly got going before they bogged down on precisely this ques- 
tion. In a press conference on August 1, Acheson was singing a very 
different tune from that of two months earlier. According to the ac- 
count in the Times (August 2): “Mr. Acheson asserted that the 
Communists wanted to return to the line over which they had 
launched their unprovoked attack on the Korean Republic a year 
ago. He said the United Nations could not accept that situation.” 
Mr. Acheson did not point out, and no reporter seems to have re- 
minded him, that this is precisely what he had suggested to the 
Communists only a few weeks before. 


We can only assume that some time between the beginning of 
June and the end of July, the architects of American policy gave 
up the idea of a freely negotiated settlement in Korea. Instead, they 
apparently resolved to force a settlement on their own terms. Both 
sides could accept the 38th Parallel without backing down. Any other 
demarcation line would be a definite defeat for one side or the 
other. 


If this analysis is correct—and everything that has happened in 
Korea since the beginning of August confirms it—then the truce 
talks in Korea clearly do mark a turning point in American policy. 
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Before the talks, Acheson’s demands that the Communists (in the 
words of Professor Schuman’s description of the seven points) 
“withdraw, retreat, acquiesce, yield, or otherwise abandon com- 
ponents or techniques of influence” constituted a blueprint for the 
future. With the talks, the blueprint began to be put into practice. 


Against this background, it is not surprising to find the substance 
of the seven points being brought out into the open and emphasized 
by no less authoritative a spokesman than President Truman himself. 
On August 20th, the President sent a message to Congress transmitting 
Shvernik’s reply to an earlier Congressional resolution which had 
been addressed to the Russian people. In this message, Mr. Truman 
said: 

If the government of the Soviet Union wants to make pro- 
gress toward peace, it can stop flouting the authority of the 
United Nations, it can cease supporting armed aggression in 
defiance of the verdict of the United Nations, it can make con- 
structive contributions toward establishing conditions of peace 
with Germany, Austria and Japan, it can refrain from employ- 
ing force to maintain in other countries regimes which do not 
command the support of their people, it can cease supporting 
subversive movements in other countries, it can cease its distortion 
of the motives and actions of other peoples and governments, it 
can stop violating fundamental human rights and liberties, and 
it can join in good faith in the earnest effort to find means for 


reducing armaments and controlling atomic energy in the in- 
terests of peace. 


Here there are eight points instead of seven, but the essential 
meaning is unchanged. And now we note a new phenomenon, In- 
stead of pretending that the Soviet Union is only being asked to stop 
being unreasonable, ruling-class spokesmen begin to reveal the true 
nature of the Acheson-Truman program. In an editorial called “The 
Way of Peace,” the Times (August 22) sums up as follows: 


In short, what Mr. Truman demands of the Soviets is the 
abandonment of policies resting on a combined program of 
Communist world revolution and Russian imperialism. What 
is more, going beyond the policy of containment, he demands the 
withdrawal of Soviet power to its own borders. If these demands 
sound formidable they are made so only because of the nature 
of the Soviet menace. Yet they are necessary not only to uphold 
the principles for which we stand but also to establish a basis 
on which alone international peace and security can be main- 
tained. We are confident that they will be backed not only by 
the peoples in the free world but also by the peoples under Soviet 
rule if the truth can be brought to them. (Italics added.) 


This is indeed a far cry from the “modest” policy of defense 
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against aggression which the Times has been plugging for the last 
four years. It is no longer aggression that the Soviet Union is asked 
to renounce. It is asked to renounce the fruits of victory in World 
War II, to renounce the status of a truly independent power with 
the right to decide its own course, to renounce the allies which the 
revolt against imperialism has brought to the Soviet Union after a 
quarter of century of bitter isolation. The Times is certainly right 
about one thing: it would be difficult to conceive of demands which 
would sound more formidable. 

It remained, however, for Tom Dewey, titular head of the 
Republican Party and political parent of John Foster Dulles, to give 
a wholly adequate description of the present aims of American 
policy. On August 30th, Mr. Dewey, fresh from a two-months tour 
of the Far East, delivered an address to the Veterans of Foreign 
Wars, assembled in New York City. Following a blood-thirsty descrip- 
tion of the fighting in Korea (“I am somewhat surprised and im- 
mensely happy to be able to report to you that I believe the figures 
of enemy killed in Korea are conservative and are low rather than 
high”) and in Indo-China and Malaya, Mr. Dewey went on to dis- 
cuss matters of high policy. Despite one brief lapse into the now out- 
dated defensive propaganda line (“the time has come to draw a line 
—to draw a line around the free nations and to say to the world: 
this is the area of human freedom! Step across it at your risk!”’), 
his whole attitude was belligerently aggressive. Exclaiming that “the 
free world is too small now,” Mr. Dewey went on to advise: 


Either we will continue to lose fingers and toes of the free 
world—or whole arms as in the case of China—or the Iron 
Curtain will begin moving back and cracks will show up. It’s 
time we exploited the weaknesses, It’s time the cracks got made 
bigger. 

Quite an elastic line, it would seem! 


In the course of his peroration, Mr. Dewey summed up as fol- 
lows: 


If we're strong enough and stop bellyaching and stop 
demagoguery and stop politics and continue to build our de- 
fenses and build our allies and rise above a local or a petty 
outlook we may be strong enough to avoid World War III, or 
rather, to win it without bloodshed. (Italics added.) 


Experience teaches us that world wars end in the complete 
defeat of one side or the other. What Mr. Dewey is calling for, 
therefore, is nothing less than the unconditional surrender of the 
socialist world. In doing so, he is merely spelling out the implica- 
tions of the course on which the Truman administration has al- 


ready embarked. 
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That Mr. Dewey would like to see his goal achieved without 
bloodshed is not surprising. Even Hitler did not want war: he only 
wanted world domination. That is why it is easy to imagine Hitler 
addressing his Nazi colleagues in precisely Dewey’s language in the 
period before World War II. 

For a brief period after Munich, Hitler must have thought the 
goal was within his grasp. In reaching for it he destroyed himself. 


Will history repeat itself? Will the American ruling class fall a 
victim to the same blind ambition for world domination? 


That is the great question before the world—and before the 
American people. Its fateful nature requires no emphasis. 


The danger is more acute today than it has ever been. But the 
outlook is very far from hopeless. The American ruling class is, per- 
force, revealing its true aims ever more clearly. There is still time 
for the American people to wake up and cry halt! 


FOOTNOTE TO KOREA 


In the course of the MacArthur hearings, the following colloquy 
took place between Senator McMahon and Secretary of State Ache- 
son: 


McMahon—Are you informed as to a corner that’s sup- 
posed to have existed in the soybean market a year ago last 
June in the hands of certain Chinese in this country? Have you 
ever discussed that matter with the Secretary of Agriculture? 

Acheson—Yes, I have discussed it with him. 


Q—Is there anything that you can say at this time concern- 
ing the personalities who were engaged in that operation and 
what action was taken by this government to break up that 
operation? A—I don’t know that I ever knew who the personal- 
ities involved were. There was, as I recall it, a very serious situa- 
tion created by a group of Chinese buying and taking delivery 
of a certain amount of soybeans, which gave certain controls 
over the prices. That was a matter of concern to the Depart- 
ment of Agriculture, was discussed by Secretary Brannan with 
me, and he took certain remedial steps. Now I can look into it 
again with him and refresh my memory about it, but that is all 
I recall on the thing now. 


Q—You do not know the personalities that were engaged in 
this attempt to corner the soybean market? A—No, sir, I don’t. 
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Q—But they were Chinese? A—Yes, sir; they were Chinese, 
as I recall it. 

Q—Was there, as you understood, any violation of the 
Commodity Exchange Law involved? A—I don’t recall that there 
was. 

Q—You do not know the source of the funds that were used 
in this speculation in soybeans? A—No, sir, I do not. 


Q—You do not know the relationship at this time between 
the so-called China lobby crowd and this operation? A—No, sir. 


McMahon—Mr. Secretary, I hope that you will not think it 
improper if I were to suggest to you—and I make the sugges- 
tion in all seriousness and with respect for your office—that you 
consult with the President of the United States and perhaps with 
your brother Cabinet officers for the purpose of finding out what 
is going on in this country with regard to this crowd. I think it 
is of the utmost importance, and I suggest to you, sir, that it is 
your duty as Secretary of State, on the basis of the operations 
which have been carried out in this country, to see about these 
possible violations of criminal statutes. 





At the time, we took this as evidence of the Truman administra- 
tion’s complete unwillingness to make any sort of fight against the 
China lobby and its Congressional spokesmen, Acheson, it seemed, was 
given a good opportunity to blast the whole “crowd”; instead, he 
said as little as possible. That the soybean incident might have a 
deeper significance we did not then suspect. 


Two months later we ran across information which put the 
whole matter in an entirely new light. The financial page of the 
Herald Tribune in its issue of August 16th carried a story under the 
heading “U.S. Acts to Halt Price Rigging on Soybean and Egg 
Markets.” In the course of this story, the following statements oc- 
curred: 


While the C. E. A. [Commodity Exchange Authority] gave 
no formal reason for its action, it was brought out during the 
Senate’s MacArthur investigation that some 51 persons with 
Chinese names—many of them living in this country—all but 
cornered the soybean market just before the Korean war. 

The Chinese cleared an estimated $30 million on a sharp 
rise in soybean prices, The episode was aired in connection with 
charges that the so-called “China lobby” has spent heavily in an 
effort to influence United States Far Eastern policy in favor of 
Chiang Kai-shek. 





If these details were in fact brought out at the MacArthur 
hearings, we missed them, and a quick checking of the record has not 
uncovered any references to the soybean incident other than the 
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dialogue between McMahon and Acheson quoted above. Be that as 
it may, the details are of the greatest interest. 


In the first place, they show that the operation was on an 
enormous scale. A profit of $30 million could be realized only on a 
very large capital commitment. 


Second, they show that the operation was thoroughly organized. 
At least fifty-one people were involved; and if “many of them [were] 
living in this country,” presumably some of them were living outside 
this country. 


Finally, the most significant of all the revelations is that the 
near-cornering of the soybean market took place just before the 
outbreak of the Korean war. 


If a large group of Chinese Nationalists had quickly pooled their 
capital and plunged into the soybean market immediately after the 
outbreak of the Korean war, we could conclude that they 
were shrewd speculators who were doing what a lot of other 
people were doing in other markets. But the fact that they 
acted before the war started leads to entirely different conclu- 
sions. There was nothing in the economic situation as of June 
1950 to suggest that soybeans would be a hot speculation. Standard 
and Poor (publishers of reports and analyses of commodity and fi- 
nancial markets) had said in February 1950 that “the long-term 
outlook [for soybeans] is for lower prices as world supplies become 
normal,” and no fundamental changes occurred between then and 
June. But for any one expecting a Far Eastern war, soybeans would be 
a very attractive speculation indeed. China is normally an important 
producer and exporter of soybeans, and a Far Eastern war would al- 
most certainly disrupt Asian channels of trade and supply. The 
result could be severe shortages on the world market and a sharp 
rise in price. Needless to say, that is precisely what did happen after 
the outbreak of the Korean war: normal channels of trade were 
disrupted, and between the end of June 1950 and February 1951 
the price of soybeans went up by nearly 80 percent. 

Of course, Chiang Kai-shek’s boys may have cleaned up $30 
million on the merest of hunches—perhaps it was all just a piece of 
luck. 

On the other hand, maybe they knew that their friends in Korea 
—the Syngman Rhee clique and its American sponsors—were about to 
touch the match to the Korean powderkeg. 

Which was it? 

It may seem like a small question amidst all the momentous 
happenings of the last fifteen months. But in reality it isn’t. It is a 
very big question. If the Chinese in this case were acting on knowledge 
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rather than on hunches—as investors of tens of millions of dollars 
usually do—then the whole official rationale of American and United 
Nations policy in Korea collapses; the holy crusade against aggression 
is exposed as the end product of one of the most cynical maneuvers 
in history. 

Mr. Acheson, who is reputed to be a good lawyer and must 
therefore be assumed to understand the normal rules of inference and 
logic, can hardly be unaware of the crucial importance of this case. 
Is that why he soft-pedalled it in the MacArthur hearings? And is 
that, perhaps, why so little has been heard in recent weeks about 
the China lobby investigation which Acheson, speaking on behalf of 
President Truman, promised the MacArthur Committee? 


(September 14, 1951) 





This difficulty in reaching agreements, and the background 
factors fostering rigidity, have led the United States to believe it can 
negotiate successfully only from “situations of strength.” Since the 
proposals put forward are not acceptable, the only way it is thought 
that their adoption can be secured is to impose them by force. This 
technique has been widely approved because the United States sin- 
cerely believes its proposals to be fair, but we should realize that it 
is a dangerous procedure. Obviously, any effort to impose our will by 
a show of strength, however just the case, will inspire counter 
measures on the part of others; and a philosophy of negotiating from 
strength is more likely to be admired in one’s self than in others. 


—Steps To Peace, American Friends Service Committee 





CHEER UP! 


What happens if the Korean fighting folds suddenly? That’s a 
question asked all over Washington as “peace” rumors make news. 

A cease-fire would be a jolt, of course. But it wouldn’t mean a 
prolonged mobilization reversal, Arms making wouldn’t be slashed, 
though it would become increasingly difficult to maintain the pace. 
Remember: Rearmament is aimed at Russia, not Korea. And right 
now, the prospect is that Russia will keep us under pressure for a long 
time to come. 


—Business Week, June 2, 1951. 


A NEW ROAD FOR STUDENT SOCIALISM 


BY JAMES WEBSTER 


The following article grew out of practical experience. This 
was mainly gained in helping to build a modest socialist club at a 
large urban university. To be sure, the club as it has actually taken 
shape is by no means exactly like the ideal discussed below. I have 
tried to benefit from our failures as well as from our successes, and 
one of my purposes in writing this article is to help others who may 
be thinking along similar lines to avoid the mistakes and false starts 
and wasted time which our effort has entailed. I will be well satisfied 
if the article serves in some measure as a guide to action as well as a 
stimulus to discussion. 


In 1936, a reported 500,000 American students participated in a 
peace demonstration. They were of various political persuasions, but 
it is undoubtedly safe to say that a hard core of them were socialists, 
and many more were at least “sympathizers.” Today it is not necessary 
to cite any figures; it is common knowledge that the student socialist 
movement is moribund. 

From the major campuses all over the country, student political 
leaders can be heard complaining of a terrible, and seemingly un- 
shakeable, apathy on the part of the great mass of the students. And 
it is an even grimmer fact that nothing at all is heard from most of 
the smaller, and many not-so-small, colleges and universities. But 
things may not be as bad as they are often painted. In many cases, 
what passes for apathy is really fear—a very different thing and in 
many ways less discouraging than apathy. 

External circumstances scare many students away from radical 
organizations, Students fear for their future job security; those who 
hope to enter professional schools fear they may be discriminated 
against; many are scared into inactivity by the general state of 
hysteria of which they are reminded every time they open a news- 
paper or turn on a radio or television set; others have been con- 
ditioned to see “red” in every suggestion of improvement or change. 
These are, of course, all obstacles to the building of a student socialist 
movement. But there remains one quite unnecessary obstacle which 
too often proves to be the straw that breaks the camel’s back, 


The straw is the sectarianism, with its resultant disorganization, 


The author is a Senior at a large eastern university. 
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which characterizes the various student progressive movements today. 
Even those relatively few students who do have an interest in social- 
ism, and who have not been intimidated into silence and inactivity, 
are at a loss when it comes to getting together for discussion and 
action with like-minded people. A newcomer to the movement, if he 
happens to be at one of the larger urban colleges or universities, is 
likely to find himself in the position of having to judge between 
several rival organizations which spend a great part of their time 
squabbling among themselves. On smaller campuses, there may be 
no group at all or perhaps a single group affiliated to a national 
organization about which the newcomer knows nothing and of which 
he is not yet in a position to make an intelligent appraisal. Faced with 
such conditions, the newcomer is all too likely to do nothing and soon 
to sink into the apathy characteristic of the great majority of his 
fellows. 

The obvious solution to this problem would seem to be the 
formation on each campus of a unity group including all socialists 
regardless of their individual political commitments or affiliations. 

For some reason, this solution seems to have occurred to very few 
student socialists and to have been tried out by even fewer. Hence I 
shall attempt to outline the character of such a unity group and to 
make suggestions for a minimum program. 

First, the idea of a federation of existing groups must be re- 
jected. Even on those campuses where there are a number of left- 
wing organizations, this idea would not work. Membership will have 
to be on an individual basis, though of course this in no way precludes 
the members from simultaneously belonging to other political or- 
ganizations, 

We must distinguish between the situation in which the unity 
group is the only student socialist organization and that in which the 
unity group co-exists with other left wing political organizations. In 
both cases, the unity group should serve as a medium for campus ac- 
tion, a point to which we shall return presently. But in the first case, 
the group will have two distinct functions as against only one in the 
second case. 

Where the unity group stands alone, it should train its members 
as socialists. Activists should study intently, fitting themselves for 
political work after they leave the campus. The group should also, by 
means of sponsoring introductory and popular discussions and talks, 
serve as a channel for bringing socialist ideas to the whole student 
body. If this is done effectively, it will also prove to be the best way 
of recruiting new members. Where there is wide divergence of views 
within the membership—and under present circumstances this is all 
but inevitable—a special point should be made of encouraging mem- 
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bers to express their opinions in open discussion before the general 
student body, with no restrictions beyond the ethical one which should 
automatically apply in any case, 

Where left-wing organizations already exist, the function of the 
unity group should be primarily to serve as a forum, especially as a 
place where interested but uninformed students can go to sift out dif- 
ferent views and generally “learn what it’s all about.” (In practice, 
incidentally, the function of training socialists and the function of 
serving as a forum may tend to merge into each other—which is all 
to the good.) 

A word or two should be said about study and discussion pro- 
grams, As I have already suggested, these programs will seek, first, to 
present socialist ideas to interested but relatively uninformed students; 
and second, by means of more rigorous study and discussion, to 
develop the members’ grasp of socialist theory. I believe that under- 
emphasis on theoretical work was to a considerable extent responsible 
for the ephemeral nature of the interest in socialism generated among 
students during the thirties. There were, of course, other contributory 
factors, but this particular one was and is internal to the movement 
and could be very well corrected. I maintain that if it were cor- 
rected, a really big difference would be made. ; 

Student radicalism has all too often served as a mere outlet for 
the animal spirits and restlessness of youth. During the thirties, when 
the whole of society felt insecure, youth tended to be especially 
keenly affected. Young people became easily involved in numerous 
struggles—all necessary and all excellent means of arousing social 
consciousness. But in all too many cases the follow-up which would 
have been necessary to create lasting political attitudes and organiza- 
tions was lacking. In short, these young people were too seldom 
provided with a world view which could have given continuity and 
meaning to their activities under the very different conditions of the 
next decade, and which could have saved many from turning their 
backs on the socialist movement. Lacking the capacity to analyze the 
true nature of wartime prosperity or to see through increasingly 
frenzied reactionary propaganda, the student radicals of the thirties 
fell away in droves. So far there have been few replacements, but 
youth is once again becoming restless under the relentless pressures 
of mounting war preparations. It is up to us socialists not to bungle 
this time. We must not be content with passing resolutions and 
handing out leaflets; we must induce as many young people as 
possible to read and study and absorb the great socialist classics. 


But no group that dares to call itself socialist can be content 
with mere theorizing. Indeed, mere theorizing, divorced from prac- 
tice, is useless. Socialist groups of the kind I am suggesting should 
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take a leading part in fighting on campus issues. If there are other 
radical organizations on the campus, the unity group will form the 
natural basis for a united front. Precisely what form this practical 
activity will take necessarily depends on local conditions. If the club 
is small and its resources are meager—as is likely to be the case on 
most campuses—the assumption of sole responsibility for conducting 
the struggles that increase daily and in proportion to the rising na- 
tional political pressure could constitute a crippling burden. If at all 
possible in such circumstances, all liberal elements should be drawn 
into the struggle. If no such liberal elements exist, or if they prove 
to be more hindrance than help (and both these cases are pos- 
sible), then there is no alternative to facing the situation and 
carrying on to the best of the group’s ability—if necessary, curtailing 
other activities in order to stand up for academic freedom. 


Campus problems will probably be found to occupy most of the 
group’s time and effort, but this does not mean that outside activities 
should be neglected, Providing material assistance to strikers, for 
example, is an obligation which socialists must frequently assume. 
In this connection, let me say that any practical association with 
working-class activities is generally beneficial to college groups. 
Students are not, for the most part, of working-class origin, and this 
fact often leads them astray. One particular error seems to be 
especially widespread: many left-wingers of non-proletarian origin 
develop an almost hysterical emotional attitude which expresses it- 
self vaguely in mystical allusions to “The People” and a longing to be 
identified with the working class. Such an attitude doubtless grows out 
of the best of intentions, but it only alienates the workers themselves 
and exposes its holder to their scorn. The author, who is a worker as 
well as a student, is especially aware of this common error and 
believes that the best remedy is to stop talking and start doing some- 
thing practical in the field of working-class activities. Action on 
any issue should be concrete and immediate. The passing of resolu- 
tions on national or international political questions—even though 
the resolutions may in themselves be perfectly right—is in almost all 
cases nothing but silly play-acting. It is a form of self-deception 
which creates the illusion but not the substance of genuine action. 
Often the passing of resolutions has an even more pernicious effect 
in that it is a fertile source of needless schisms and splits. 


It is essential to make a clear distinction between discussion and 
action. Discuss anything you like, and never mind whether or not 
agreement is reached, so long as the discussion is informative and 
profitable, especially to beginners. But for action, confine yourselves to 
what really matters—that which will, or at least can, have a measur- 
able effect. At this stage of the game, the entire left wing has so 
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many interests in common—beginning with the sheer problem of sur- 
vival—that united action of the kind recommended will be found 
surprisingly easy to achieve. 

Finally, there are certain problems which will inevitably be 
encountered in any attempt to form a unity group and which must 
be frankly faced from the outset. For example, is it possible to get 
Marxists and non-Marxists to work together in the same organiza- 
tion? I believe that it is. Almost all socialists, of whatever persuasion, 
are willing to accept Marx as a basis of study and discussion. There 
is more reluctance to acknowledging the basic character of the 
work of the continuers of Marx’s work, Lenin and Stalin. But even 
here, few serious socialists can maintain that these writers are so 
unimportant that they should not, at least, be studied. Nevertheless, 
it is as well to recognize that this question can be a real stumbling 
block, tied in as it is with the whole problem of the Soviet Union. 
My own feeling is that the best course is to throw all these questions 
open to perfectly free discussion: this is the only possible basis for 
unity in the student socialist movement at the present stage of devel- 
opment. I am perfectly willing to state and discuss my own ideas 


and beliefs, and I can see no reason why other socialists should not 
take the same position. 


I recognize that there exists in many quarters a willingness to 
work for unity “just so far’—that is, to the point of excluding cer- 
tain groups. This is a common disease of the American Left, but 
I think it should be possible to overcome it in the student move- 
ment—if only because it so obviously defeats the whole purpose we 
are working for. The central aim, I want to stress over and over 
again, is to attract as many students as possible and to do so in the 
face of extremely unfavorable conditions, including the general 
political inactivity of the students themselves. For the politically 
sophisticated, who are capable of organizing to do this job of attract- 
ing students and building a movement, it is nothing less than wreck- 
ing to persist in dragging issues into the campus which have no mean- 
ing in terms of the present campus situation. In these days, hide- 
bound allegiance to “principle” as an end in itself is sectarianism. The 
time for such dogmatism has by no means arrived; when the time 
does arrive, it will no longer be dogmatism. 


In conclusion, a note of caution: Let us not indulge in pipe 
dreams. A really broad and effective unity can be achieved only in 
those places where there are enough sincere socialists of enough 
political intelligence to perceive the needs of the present, and who 
are willing to do enough hard work to make a go of it. There are 
not many such places at the moment. But even a limited approach to 


179 











MONTHLY REVIEW 


unity is better than none, provided only that it is taken as a starting 
point and that the limits are not such as to produce sterility. 





The days in which we are living closely resemble the Day of 
Judgment: everyone is compelled to take sides, to sort himself out 
with the sheep or with the goats. The choice of every thinking man 
and woman is between the thoughts, standards, values and aims of a 
world to which history is waving an everlasting farewell and those of 
a new world where the feet of the younger generation are set upon 
other paths. Some try hard to elude the behest of the trumpeting 
angels and the painful necessity of making a choice. They are called 
liberals. I am not a liberal, because to try to make logic stop short 
of its extreme conclusions seems to me as futile as to attempt to 
poise a stone in mid air. I believe that it is too late for human 
thought to avert the nemesis which traditional stupidity and the in- 
terests vested in maintaining it are calling down upon the semi- 
civilization of the West. I believe that any form of compromise is 
today a waste of time and energy... . 

The times are particularly favorable to optimism. The world- 
wide depression and unrest, the dissolution of the economic system, 
the political chaos that bodes imminent war, the intellectual chaos 
that stultifies the greater part of current thoughts, the disintegra- 
tion of the family, the impotence of art, the collapse of religion and 
of morals are so many signs calculated to encourage optimism. They 
betoken, one and all, the final collapse of the authority of savage 
traditions, that is to say of the causes of human stupidity, They do 
not hold out the promise of any Utopia. Far from it. But they 
render inevitable a radical change in the working of the forces which 
have hitherto misshaped the human world. 


—Robert Briffault, Nation, Sept. 2, 1931 





Boys, shun all institutions and make no alliances with organiza- 
tions that are trying to teach you how to murder your fellow-men in 
the name of the law or patriotism. We do not need institutions to 
teach how to kill. Give us institutions that will teach us how to think 
and how to reason. Then there will be no wars. 


—Jack London 
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MEMO TO GRADUATE STUDENTS 


FROM THE EDITORS 


One of the great weaknesses of the American Left is its in- 
capacity or unwillingness to make a serious study of American 
society. To be sure, a considerable amount of research is under- 
taken with a view to meeting the needs of propaganda, but pene- 
trating work on the structure and development of American capitalism 
seems to be almost wholly absent. 

Some people may be inclined to think that this is a matter of 
secondary importance. They may argue that scientific analysis in 
this field, as in others, requires careful preparation and consumes 
enormous amounts of time and energy, and they may conclude that 
in times like these the Left must throw all of its available resources 
into more urgent tasks. 


We disagree. We believe that no task is more urgent than ac- 
quiring a thorough understanding of the reality you are trying to 
cope with. And it is precisely in this country and in times like these 
that the urgency of this task reaches its maximum. 

Why? 

The reasons, are very simple, The United States is today the 
heart and soul of the capitalist world, the citadel of international 
reaction, the breeding ground of militarism and war. The metaphor 
is purposesly scrambled—to symbolize the fact that there is nothing 
simple or straightforward or static about the role of the United States 
in any of these respects. The success of the whole world movement 
for peace and progress depends in very large measure on an ac- 
curate understanding of what that role is and how in the course of 
time it is adapting itself to changed circumstances. Every move of 
the Left both here and abroad, every piece of propaganda, must rest 
on some assumptions, however implicit and unanalyzed, about the 
kind of reactions and counter-moves that will be evoked in the 
United States, 

If this is right, then it follows that the American Left has a 
responsibility not only to itself but to the entire world progressive 
movement. For a variety of reasons, which we need not go into here, 
only people who actually live in the United States, are familiar with 
American society through personal experience as well as long study, 
and have access to a wide range of source materials—only such peo- 
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ple can hope to provide the kind of understanding of the United 
States which is so much needed throughout the world today. 


But let no one assume that the job we are proposing the 
American Left should undertake is an easy one. Quite aside from the 
inherent difficulties and complexities of the subject matter, there are 
many obstacles to be overcome. We have no research institutes on 
our side, no access to the endowments and foundations which spend 
millions of dollars every year in subsidizing research along orthodox 
lines. Academic social scientists are for the most part—and under- 
standably—reluctant to undertake studies which could in any way 
be interpreted as implying a critical attitude toward the status quo. It 
is no accident that the most valuable work being done by American 
social scientists today relates to societies which are either historically 
or geographically remote from the current American scene. There 
are exceptions, of course—for example, Oliver Cox’s Caste, Class, 
and Race which was extensively reviewed in the June 1950 issue of 
MR or Edwin H. Sutherland’s White Collar Crime which will be 
reviewed in a forthcoming issue—but they are exceptions. On the 
whole, American social science is contributing much more to an 
understanding of the largely pre-capitalist societies of other continents 
than it is to the high capitalist society of the United States. 

What can be done? 


We are not utopians. We are not going to propose grandiose 
projects which would have no chance of being carried into practice. 
But we are going to offer MR as a mcdium through which serious 
work on American capitalism can be published, and from time to 
time we are going to suggest to graduate students topics which we 
believe (1) are in urgent need of investigation, and (2) are manage- 
able by individuals or small groups working on their own resources. 
If these suggestions meet with a favorable response and call forth 
valuable work—which will be for readers of MR as well as for the 
editors to judge—it may become possible in due course to go 
further and launch a more ambitious project for the study of Amer- 
ican capitalism. 

We conclude this memorandum with our first suggestion. One 
of the most striking developments of the last decade is the increasing 
militarization of American society. This is a subject which calls 
for innumerable studies cutting across all the recognized fields of 
social science. Two general methods of proceeding suggest them- 
selves. First, we might make a comparative study of the military in 
other societies in which it has played an important or dominant role 
and attempt to come up with hypotheses which it would be useful 
to test against the data of the American case. What is the nature 
of the relation between the military and the ruling class? To what 
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extent is the military merely an instrument of the ruling class? To 
what extent does it develop ideologies and policies which it infuses 
into the ruling class as a whole? What are the channels and trans- 
mission belts through which these influences (in both directions) 
make themselves felt? We believe that it would pay to study recent 
German and Japanese experiences with an eye to answering these 
and closely related questions, The result should be a valuable set 
of pointers with which to approach the developing American case. 

An alternative procedure would be to plunge right in and 
begin to collect and systematize the essential facts about the American 
case. And in this connection, we believe that what is needed first 
is a careful study of the interpenetration of the military and Big 
Business since the beginning of World War II. The problem would 
seem to have two aspects: first, the drawing of businessmen into the 
military during the war; and second, the return wave which included 
not only the reversion of businessmen to civilian life but an unpre- 
cedented (in American history) recruitment of professional military 
people into decisive civilian positions. How many big corporations are 
now headed by former generals or admirals? Are such corporations 
concentrated in any particular sectors of the economy? And so on. 
When some of these basic facts have been collected, we can begin 
to ask other questions with a better hope of reaching trustworthy 
answers: What are the ideological and political consequences of 
this accelerated interpenetration of the military and Big Business? 
Is the United States approaching a condition in which the military 
is dominant in the sense that a relatively cohesive group can in- 
itiate policies or veto policies initiated elsewhere? 


The two approaches suggested here are by no means mutually 
exclusive, and we would like to see them both followed up. One 
person or group might start by preparing a survey of the most 
important existing literature dealing with the problem of the role 
of the military in society (with special emphasis, of course, on the 
capitalist period). Another might start by actually collecting the data 
on the role of professionally trained military people in Big Business. 

These are only suggestions, of course. Any one who really gets 
into the subject may find that other approaches or other points of 
concentration seem more promising. 

We address ourselves primarily to graduate students because it 
seems probable that they are for the most part in a better position 
than others to undertake the kind of studies we believe are needed. 
But we don’t by any means intend to exclude others. The important 
thing is that the job be done, not who does it. 
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THE WELFARE STATE — 
FOR CAPITALISTS TOO 


BY A SPECIAL CORRESPONDENT 


Let us admit, at the cutset, that the Welfare State, conjuring 
up an image of democracy and socialism in equal measure, is a 
superficially attractive proposition. We have it on the authority of 
Labour and the New Society, the British Labor Party’s most recent 
policy statement (October 1950), that the Welfare State aims at 
public control of industry, through nationalization and “planning 
the private sector”; and that it seeks to insure to the people cer- 
tain basic rights, including peace, work, democracy, and “the tull 
fruits of their industry.” 

As for public control of industry: 


Private enterprise has a proper place in the economy. In- 
deed, we shall aid and encourage its efficiency and enterprise. But 
the community has the right to see that it works in the interests 
of the nation. Britain must never again be put in pawn to big 
business. Private owners must never be allowed to amass great 
concentrations of power. This imposes a need for a socialist at- 
titude to private enterprise which is sensible, firm, and public 


spirited. (Italics added.) 
Furthermore, 


we reject the claims of the few to live on the labour of the 
many. Justice demands that fair shares should be the national 
rule. Everyone should have equal rights and opportunities and 
should share in the responsibilities of citizenship. (Italics added.) 


Now if, in fact, these statements provided us with a kind of 
mirror which reflected the Welfare State, we would have at least 
a partial answer to Karl Marx. But unfortunately the Welfare State 
is to be found on the other side of the Looking Glass where, it will 
be .recalled: 


Alice looked around her in great surprise. “Why, I do be- 
lieve we’ve been under this tree the whole time! Everything’s 
just as it was!” 

“Of course it is,” said the Queen. “What would you have 
it”? 

“Well, in our country,” said Alice, still panting a little, 


The author is an American political scientist who is making a study of the 
aims and achievements of the Labor Government. 
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“you’d generally get to somewhere else—if you ran very fast 
for a long time as we’ve been doing.” 

“A slow sort of country”! said the Queen. “Now, here, 
you see, it takes all the running you can do, to keep in the same 
place. If you want to get somewhere else, you must run at least 
twice as fast as that”! 


In a sense, unfortunately, it has always been impossible for the 
Labor Government to “run at least twice as fast as that,” because 
there is an inherent dilemma in what may be called its terms of refer- 
ence. To begin with, Britain’s Welfare State is set in an economy that 
is still 80 percent privately owned and controlled, and in which, even 
after the nationalization of a number of industries, a substantial 
portion of heavy and light industry—engineering, chemicals, ship- 
building, and so on—is still, as the phrase goes, under private enter- 
prise. It is vital, of course, that this private sector should continue 
to invest, employ, produce, and distribute, and, in a time of world 
economic crisis, to do these things more efficiently than ever before. 
Productivity, for example, must be increased; exports must earn 
more dollars; technical research must be expanded. But, because 
British capitalism has traditionally been restrictive and unenter- 
prising, these urgent activities must be partially subsidized and fi- 
nanced by the state. Such state aid, whether or not undertaken in 
the public interest, relieves capitalism of some costs and risk-taking, 
encourages rationalization, opens up new markets. Thus capitalism 
is strengthened and revitalized; and as a consequence, on the one 
hand, there is less of a “case” for socialism—a fact of some importance 
at election time—and on the other hand, there is less cooperation 
by capitalists with the Labor Government’s specifically socialist poli- 
cies. 





A dilemma is similarly found in the application of “fair shares” 
and public control of industry in the Welfare State. Because the 
British economy is 80 percent privately owned and controlled, 
“fair shares” can never be carried so far as to deny industry a 
“satisfactory” share of its profits, or to deny investors an “adequate” 
return on their capital; public control of industry can never be 
pushed so far as to exclude, or prohibit, the kind of controls operated 
by private trade associations. In practice, therefore, while distributed 
profits are taxed at 50 percent, undistributed profits are taxed at 
only 10 percent, and capital gains are not taxed at all. Where con- 
trols are necessary, industry is brought into the controlling process 
whenever possible; and many controls will be abandoned “as soon 
as the situation permits. . . . We do not favor controls for their own 
sake.” Self-government in industry is tolerated and in many cases en- 
couraged. 
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The effect of these policies, of course, is to strengthen enormously 
the capital structure and the organization of industry, thereby mak- 
ing it more difficult, now or in the future, to realize “fair shares” 
and public control of industry. 


Consider, for example, the Labor Government’s general approach 
to private enterprise. Because “the community has the right to see that 
it works in the interests of the nation,” private enterprise must be 
made enterprising and efficient. This, as has been indicated, in- 
volves a considerable flow of public funds into industry or industry- 
related institutions. Thus, in 1950-1951, four essentially private re- 
search organizations will have received over $22 million in govern- 
ment grants. The Treasury may guarantee loans “for the purpose 
of facilitating the reconstruction or development of an industry or part 
of an industry” up to $140 million in any one year. In the so-called 
Development Areas, the government will sell or lease to private 
industry, buildings, machinery, steam heat, and other facilities on at- 
tractive terms, Exporters may be insured against a variety of risks 
to a maximum total of $1,680 million at any one time. The na- 
tionalized Bank of England supplies 30 percent of the $70 million 
share capital of the Finance Corporation for Industry. The film 
industry is underwritten by a government loan of $20 million, and 
there are also extensive subsidies to other industries, such as agri- 
culture and fishing. 


The watch- and clock-making industry provides a detailed 
example of the Labor Government’s policy for under-developed 
private enterprise. Before the war Britain imported annually about 
7 million watch movements and 5 million clock movements. In 1945 
the Labor Government decided that the country should cease to be 
totally dependent on imports for its watches and clocks. The ad 
valorem duty on time movements was raised from between 20-25 
percent to 3344 percent. The government then proceeded to acquire 
and lease watch-making plant to selected firms for a period of 5 
years at an annual rental of 4 percent of the initial value of plant. 
At the end of the period, firms would be permitted to purchase 
their plant at the fair market value. Explaining the scheme to the 
House of Commons, Sir Stafford Cripps, then President of the 
Board of Trade, remarked that “if we assume a rate of 15 percent for 
depreciation per annum on the initial value, the assistance to the 
industry over the five year period will amount to 75 percent of 
the value of the plant provided, and that will probably be some- 
where between 5 and 10 percent of the total cost of production 
during that period.” There was no suggestion anywhere in the House 
that it might be cheaper, as well as more socialist, for the govern- 
ment itself to manufacture the timepieces the country needed. 
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Oddly enough, public control of industry under the Labor 
Government operates to strengthen further the position of capitalism 
in the economy. For example, the controlling Ministries and Depart- 
ments consult with industrial representatives at various stages in 
the “planning” process. Negotiations, however, particularly where 
small firms predominate in an industry, usually take place, not with 
individual firms, but with appropriate trade associations to which 
firms are urged to affiliate. “Sir Stafford Cripps,” said the chairman 
of one such association a few years ago, “has met representatives . . . 
to make it clear that we must either expand our Association . . . or, 
failing the achievement of this ideal, we must use every effort to 
federate in order to create one ‘policy-forming’ body with whom 
the Board of Trade can talk business.” (Emphasis in original.) As a 
consequence of the government’s approach to private industry, we 
should expect to, and do, find that trade associations have been 
able to report an impressive increase in their membership in recent 
years. In 1946, the membership of the giant Federation of British 
Industries was made up of 4,478 firms and 243 trade associations. 
At the end of 1950, the respective figures were 6,504 and 278, the 
latter membership including, significantly, the National Farmers’ 
Union; and the F.B.I. was able to report that now no major trade 
association remained outside its ranks. Indeed, a trade association, 
not to mention an individual firm, can hardly afford to. The F.B.I. 
is represented on no less than 34 government-sponsored committees 
or consultative bodies! 


The pattern of controls is worth mention, since, to some extent, 
it too operates in support of trade associations. In certain cases, 
particularly those involving the allocation of scarce raw materials, 
controls are directly administered by trade associations or their repre- 
sentatives for the industry concerned. Thus, to mention one instance, 
the confectioners’ trade association administers supply, price, and 
other controls for the “sweets” trade on behalf of the Ministry of 
Food, In some other cases, the control apparatus is within a govern- 
ment department, but the personnel who staff it are not civil servants 
but “former employees” of the particular industry. “There are no 
permanent administrative or executive Civil Servants,” according to 
one government report, “on the staff of the Timber Control, most 
of the members of which are men who have previously been employed 
in the timber trade.” 


But more important, perhaps, is the inevitable tendency toward 
industrial concentration of a system of licenses and quotas based on 
the prewar or wartime performance of firms in an industry. In the 
case of meat, for example, the amount imported is allocated to 
wholesalers and distributors as a percentage of their prewar business, 
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and actual distribution is undertaken by trade associations consisting 
of firms which imported and distributed meat before the war. Sim- 
ilarly with timber and most of the other imports of raw materials 
and food. In effect, therefore, newcomers cannot, and do not, enter 
such industries. Moreover, since existing firms can go out of business 
or consolidate, whatever change does take place is in the direction of 
increasing concentration. 

It is frequently argued that, whether or not these features of pub- 
lic control of industry actually strengthen and consolidate capitalism, 
nevertheless redistribution of income in the Welfare State (by taxa- 
tion, death duties, and to some extent by nationalization) leads in- 
evitably to the demise of capitalism and the capitalist class. To be 
sure, the evidence for this view is superficially persuasive. According 
to government figures, the proportion of the national income going 
to wages, after tax, has increased from 39 percent in 1938 to 48 per- 
cent in 1950; whereas the proportion going to rent, dividends, and 
interest, after tax, has dropped from 34 percent in 1938 to 25 percent 
in 1950. Although the E.C.A. Report, Facts About the British Econ- 
omy (London, 1950), suggests that the average British working- 
class family, defined as earning less than £500 annually ($1,400), 
pays approximately $9.50 per week in direct and indirect taxes and 
receives back only $8.00 in social benefits—health, social insurance, 
family allowances, food and housing subsidies, education, and so on— 
it is doubtless true that the standard of life of this income group 
has shown a real improvement. It is also true that, in addition to high 
income tax and surtax rates, death duties take £185 million an- 
nually ($518 million) from the wealthier elements. Nationalization, 
moreover, has transferred close to £2,000 million ($5,600 million) of 
capital from private individuals and institutions to the state. On bal- 
ance, it can be concluded that the Labor Government nas achieved 
some redistribution of income. 

Redistribution of capital, however, which is more important for 
the future of capitalism in Britain, is, unfortunately, a very different 
matter. There is considerable evidence, for example, that capital is 
distributed almost as evenly (or unevenly) today as it was in 1945; 
and there is even some indication that concentration of capital may 
have slightly increased in the last six years. 

In the first place, capital gains, except in certain professions, 
are not taxed in Britain, and it is known that an economy operating 
at near-maximum capacity, and hence generating a more or less 
continuous inflationary pressure, will tend to produce substantial 
capital appreciation, that is, an increase in the value of assets, 
shareholdings, real estate, and so on. Since, in Britain, capital gains 
are not listed under personal income, and are, therefore, unknown 
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to revenue authorities, any guess as to the amount involved must be 
very rough. If, however, we proceed on the basis of American ex- 
perience with capital gains and work out comparable figures for 
Britain, we can estimate capital gains for 1950 at close to £200 
million ($560 million), or over $40 million more than the amount 
yielded by death duties. If, further, we add in undistributed profits 
placed to corporate reserves, approximately £570 million ($1,590 
million) in 1950, then the weight of evidence points toward increas- 
ing, rather than decreasing, wealth in the hands of the property- 
owning classes. 


Moreover, this estimate does not take into account the spec- 
tacular increase in share values in the first eight months of 1951. In 
this relatively short period, the market value of shares quoted on 
the London Stock Exchange increased by approximately $2,800 mil- 
lion! To obtain an idea of what this meant to shareholders we may 
start with the fact that there are about 1,250,000 individual and 
institutional stockholders in Britain, so that $2,800 million share 
capital appreciation works out to roughly $2,240 per shareholder. 
But about 2 percent of shareholders hold almost one-third of the 
total share capital. Applying these figures we may conclude that 
27,000 shareholders saw the value of their holdings appreciate by 
$933 million, or $33,600 each. Of course, in a period of deflation the 
value of their shareholdings would depreciate, but deflation, con- 
sidering the state of the world, seems rather remote. And, of course, 
had there been heavy selling of shares in recent months market 
values would have been forced down. Nevertheless, any such “profit 
taking” would have been, was, and is, tax free. 





But the failure to tax capital gains—which, of course, are 
taxed in the United States—is not the only curious feature of the 
Labor Government’s tax policy. A common opinion on both sides 
of the Atlantic is that British business is much more heavily taxed 
than its American counterpart; indeed, this is assumed to be one of 
the distinctive features, for good or ill, depending on how you look 
at it, of the Welfare State. Actually, the assumption appears to be 
entirely gratuitous. Mr. Douglas Jay, Financial Secretary to the 
Treasury, in the Budget debate on April 12, 1951, declared that 


as a result of this Budget the average percentage of company 
profits taken by the Government in revenue will rise from 
about 54 to 60 percent. If that shocks members opposite they 
may be comforted to learn that in America, after the most 
recent Budget proposals, it is estimated that the new rates of taxes 
proposed will mean that 57 percent of corporate profits will be 
taken in tax, In addition, the dividend paid to the shareholder is 
taxed. The total tax on profits now proposed in America in the 
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aggregate must be at least as high, if not in some cases higher, 
than we are proposing. 


Mr. Jay, in fact, was understating the case. While in America 
profits above $25,000 are taxed at 47 percent, “excess profits” are 
taxed at 77 percent, although the combined rate can reach an over- 
all limit of only 62 percent. This figure—and the House of Represen- 
tatives has approved a measure that would raise it to 72 percent— 
appears to give British industry, on Mr. Jay’s estimate, a tax ad- 
vantage of from 2 to 8 percent over American business. No wonder 
that “members opposite,” contrary to Mr. Jay’s expectations, were 
not at all “shocked” by the Budget’s tax proposals. It remained for the 
Financial Times, one week later, to comment that “investors cannot 
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have passed such a happy week for a long, long time”! 


But if taxation of business, comparatively, is not exactly rigorous 
in the Welfare State, the incidence of such taxation is a positive en- 
couragement to private capital accumulation. On the theory that 
industry must be persuaded to reinvest a substantial portion of its 
profits, the record in this respect having been notably bad before the 
war, undistributed profits are taxed at only 10 percent, whereas the 
levy on distributed profits (dividends) is at the rate of 50 percent 
(since June, 1951; before that 30 percent). As has been noted, in 
1950 undistributed profits added to reserves totalled almost £570 
million ($1,590 million). This was over £235 million ($658 million) 
more than the £332 million ($929 million) total of all other savings 
made by the public. Socialists need hardly be reminded that such capi- 
tal accumulation enormously strengthens the economic position, and 
hence the power, of the corporations, even where, as in the Welfare 
State, certain limits are placed on the use made of capital. 

It is instructive to note what can be done, and to some extent is 
done, with corporate savings within these limits. They can, of course, 
be used to finance a considerable propaganda against the Welfare 
State, the Labor Government, radical “agitators,” and so forth. They 
can also be used against the trade unions in the event of a “show- 
down.” To the extent that they are not used for productive purposes, 
they exert a silent pressure on the government to make the kind of 
concessions that industry demands as a condition for their productive 
employment. And where such savings are actually reinvested, the 
resultant increased earnings, whether expressed in higher dividends, 
increased market value of shares, or “bonus” issues of stock, are 
ultimately available to shareholders. 


Since this latter point has an important bearing on the whole 
question of “fair shares” in the Welfare State, it deserves further 
attention. To start with, in the first six months of 1951, gross profits 
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of all reporting companies increased 24 percent compared with the 
first six months of 1950. Despite taxation, and despite the govern- 
ment’s repeated plea for “dividend restraint”—which, if successful, 
would have served only to increase corporate reserves still further— 
dividends in the same period increased 10 percent. Reserves in- 
creased by 23 percent. The market value of industrial common stocks 
rose almost 20 percent. As a comparison: by May, 1951, wages 
were up only 6 percent above the 1950 average. 

“Bonus” issues of stock—in the United States they are called 
“stock dividends”—are sometimes thought to be of no importance as 
a device for giving the shareholder additional income. It is argued 
that “bonus” shares, which represent a capitalization of reserves, are 
mere “bookkeeping transactions,” designed to bring the nominal 
share capital of a business into line with its true worth. In support 
of the argument, the hypothetical case of Company X is cited as fol- 
lows: Company X has assets worth $1 million, an issued share 
capital of 500,000 shares each worth ai par value $1.00 but which 
sell on the market at $2.00, the latter figure approximating the com- 
pany’s real worth per share. Company X generally pays a dividend 
of 20 percent (on the par value of the share). According to the 
apologists for “bonus” issues, if Company X issues one new share 
for every old one to its shareholders, it will then have a share capital 
of 1 million shares each worth $1.00 at par value; and, because noth- 
ing else has changed, the market value of each share will be halved, 
that is, reduced to $1.00. The former 20 percent dividend, since it 
must now be spread over twice as many shares, becomes 10 percent. 
The conclusion, in other words, is that the transaction benefits no one 
—although it is admitted that it is “good politics,” because to trade 
unionists and other misguided folk a dividend of 10 percent looks 
less pernicious than one of 20 percent. 

Companies like this do exist, but their experience with “bonus” 
issues does not apply to all, or perhaps even most, of the several 
hundred cases of “bonus” issues which have been recorded in the 
last three years. The catch is that shareholders, speculators, and 
market operators are highly imaginative people, and when a “bonus” 
issue is rumored—when, for example, a company has tremendous 
reserves that have not been capitalized—and certainly after such a 
“bonus” has been declared, they “imagine” that the company con- 
cerned is at least solvent and possibly even making some profit. To the 
extent that they act on these assumptions, the market value of the 
company’s shares tends to rise both before and after the actual 
“bonus” issue. 





Thus, in a recent case, the market value of the ordinary stock 
of the Boots Pure Drug Company jumped from $7.28 to $8.12 per 
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share following the declaration of a “bonus” issue but before the 
issue had actually been made. In another case, involving the paper- 
making firm of John Dickinson & Company, the ordinary shares 
increased in value 34 percent following the distribution of a “bonus” 
issue. Prior to the “bonus” issue the company was paying a dividend 
of 20 percent. The dividend rate immediately following the “bonus” 
issue was not half the previous rate, that is, 10 percent, but 1214 
percent, and a year after that, 15 percent. Altogether, shareholders 
realized about $224,000 more in dividends, plus an increase of over 
$614 million in the market value of their shares. 


But “bonus” issues are not the only means by which some 
fortunate individuals can achieve a tax-free addition to their incomes. 
For some people the conversion of a company from private (fewer 
than 50 shareholders) to public (more than 50 shareholders) registry 
can provide sizeable rewards. In 1949, the latest year for which 
records are available, there were 129 companies so converted, and in 
practically every case substantial tax-free profits were made by 
doubling, tripling, or otherwise multiplying the nominal share 
capital before reorganization and selling some of the newly created 
shares to the public. One example: five directors, although still 
retaining control of the company involved, sold enough of their 
shares to the public to net them $1,680,000. 


More recently, 91 senior executives of Hoover, Limited, marketed 
200,000 shares in the company at $3.50 per share, or $700,000 for 
the lot. They were originally given 800,000 shares at a cost to them 
of $.14 per share ($112,000 total cost), “as an incentive to enter- 
prise and hard work.” Later, the 800,000 became 1,600,000 shares 
through a one-for-one “bonus” issue. In other words, the 91 execu- 
tives cleared $588,000 on the sale of the 200,000 shares; and, of 
course, they still hold the remaining 1,400,000 shares. 


For those managers and executives not provided for by “incen- 
tive” shares there are other ways of avoiding, at least to an extent, 
the rigorous effects of income taxation. Expense accounts afford one 
such method, although it is difficult to judge, apart from evidence of 
continuing conspicuous consumption in managerial circles, their 
relative importance in this respect. Recently, however, the chairman 
of a steel company was jailed for three years for defrauding his 
company, and his career is of some interest as illustrating what can 
be done on an expense account. Initially, he was given $11,200 a 
year salary, $2,800 for expenses, and his fees as a director. The 
$2,800 for expenses, however, was hardly sufficient. In a period of 
20 months, his bill at one of London’s best hotels came to over 
$6,720. Liquor and cigars cost $6,283. Another hotel bill totalled 
$17,272. A trip to India involved $11,200. On one occasion he had a 
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car painted the color of a girl employee’s eyes. All of these items 
were charged to the company. In an attempt partially to cancel them 
out in the company’s books the chairman, on behalf of the com- 
pany, paid himself $19,600 for a non-existent “secret process.” In- 
terestingly enough, it was this charge on the company, and this 
charge only, that in the judge’s view constituted fraud. 


But are expense accounts, “bonus” issues, tax-free capital 
gains, the build-up of corporate reserves, and so forth and so on, 
inevitable in the Welfare State? It is frequently argued, particularly 
in trade union circles, that they are not; and in the Britain of 
today there are increasing calls from the Left for a capital “levy,” 
or a tax on capital gains, or dividend restriction, or all of these 
together. Perhaps these actions will be taken by the Labor Gov- 
ernment, as profits steadily mount and as the rank and file grows 
more restive under wage restraint. Unfortunately, however, the im- 
peratives of the Welfare State, the essential contradiction inherent in 
its terms of reference, do not permit that they be carried very far. 
As a leading public figure noted in April, 1951: “There are some who 
disapprove of profits in principle. I do not share their view. In an 
economy three-quarters of which is run by private enterprise, it is 
foolish to ignore the function of profit as an incentive.” 

The spokesman referred to is not a leading Tory, or an im- 
portant industrialist. He is Hugh Gaitskell, the present Chancellor of 
the Exchequer in the Labor Government. 





To deplore “ill-feeling” or to advocate “harmony” between 
“labor and capital” is as rational as to lament the bitterness between 
carpenters and hammers or to promote a mission for restoring amity 
between mankind and its boots. The only significance of these clichés 
is that their repetition tends to muffle their inanity, even to the 
point of persuading sensible men that capital “employs” labor, much 
as our pagan ancestors imagined that the other pieces of wood and 
iron which they deified in their day sent their crops and won their 
battles, When men have gone so far as to talk as though their idols 
have come to life, it is time that someone broke them. Labor con- 
sists of persons, capital of things. The only use of things is to be 
applied to the service of persons. The business of persons is to see 
that they are there to use, and that no more than need be is paid 
for using them. 

—R. H. Tawney, The Acquisitive Society 


193 








PREPARATION FOR WAR 


BY JOAN ROBINSON 


Mrs. Robinson, Reader in Economics at Cambridge University (England), 
is one of the leading economic theorists in the English-speaking world today. 
Recently, an undergraduate magazine entitled Cambridge Today asked her for 
“the economist’s view” of the present international situation. With Mrs. 
Robinson’s permission, we here reprint her answer.—The Editors. 


I have been asked to give an economist’s view of the present 
situation. The great question which overshadows everything is 
whether Russia is planning aggression, for, if not, our whole policy 
is nonsensical. I do not suppose that an economist has any better 
means to form an opinion on that question than anyone else, but 
there is one point on which it seems to me that it is necessary to try 
to think clearly, and that is the distinction between military and 
ideological aggression. There is a great tendency, especially in Amer- 
ican propaganda, to confuse them. If, anywhere in the world some 
hungry people get it into their heads that there would be more to 
eat under Communism (it is irrelevant whether that opinion is mis- 
taken or not), or if colored people get it into their heads that there is 
no race prejudice in Communism, then the result is hailed as a “vic- 
tory for Russian aggression.” That may be quite true, but while re- 
armament is a possible reaction to the threat of military aggression 
(though perhaps not a very effective one, as things are), it is cer- 
tainly the worst possible way to tackle ideological aggression, for 
it fosters the fears it is intended to combat and pours oil on the 
flames it is supposed to quench. 

What light can an economic argument throw on the main 
question? The analogy is often drawn between Hitler and Stalin, 
as a proof that Russia is aggressive. But as far as aggression is con- 
cerned, the analogy seems to me to be totally false. The Russians 
have none of the economic motives for aggression that Hitler had. 
They have any amount of Lebensraum and untapped natural re- 
sources to develop. They have no need for colonies, for they have an 
economic “empire” within their own frontiers. 


I suppose an economist is expected to say that “there is nothing 
like leather”* and to believe that the causes of war are always eco- 





* The Oxford Dictionary explains: “A currier, being present, said if you have 
a mind to fortify a city, there is nothing like leather.”—Ed. 
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nomic, but I think the psychological aspect is also important. Here, 
again, the analogy with Hitler does not hold. The Russians have no 
humiliating defeat to live down. And they have an ideal—something 
to go for, something to give coherence to their national life, which 
does not require war to keep it alive. I think it is a point of great 
importance. The Nazi ideal, perverted as it seemed to us, did give the 
German people cohesion (except for the ones who could not take it 
and got wiped out) and it did call forth stupendous sacrifice and 
heroism from them. The trouble about it was that it was a wicked 
ideal in itself, and it could not flourish without conquests. But the 
ideal of turning socialism (to each according to his work) into com- 
munism proper (to each according to his need), even if you think it 
is just propaganda and entirely bogus, yet it is an ideal to bind a 
nation together without needing bloodshed to keep its grip. 

So I cannot see any objective reason why the Russians should 
be aggressive, and the main danger from them, I feel, is that our 
own sabre rattling (and atom-bomb-rattling) will terrify them into 
violence. 

What about America? Here is where, as an economist, my 
particular brand of “nothing like leather” does come in—the great 
boom in America built up on rearmament has gone too far for com- 
fort—there is inflation and shortages (nothing like here, of course, 
but enough to be a nuisance), and yet the prospect of a peaceful 
détente and a sudden cessation of rearmament expenditure is a menace 
to their economy (though it would be a relief to ours). There are 
plenty of good, useful, peaceful things to spend public money on, 
even in such a wealthy country as America, but there are a lot of 
difficulties about any particular one. Therefore the idea of stopping 
rearmament, though no doubt all except the real “war-mongers” 
would welcome it, at the same time would create a problem. The 
line of least resistance is to keep on with it. That is what seems to 
me the biggest menace in the present situation. 





CAUSE AND EFFECT 


We must build our economy for defense, We have the most 
amazingly prosperous economy in the history of the world, and we 
have got to keep it that way. 


—President Truman, in a speech, May 18, 1951. 
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THE ''AMERICAN WAY OF LIFE" 


Where in N-w York is a private club and swimming pool ex- 
clusively for dogs? 


The Dog Bath Club of 144 East 57th Street. The club, now in 
its fourteenth year, boasts between 200 and 250 canine members of 
all breeds—from Great Danes to Chihuahuas! Membership privileges 
include boarding, bathing, trimming and pedicures—while an outdoor 
pool, open during July and August, affords each member a daily dip. 

Just to make especialy sure all club dawgs enjoy every comfort 
of home, completely air-conditioned kennels are provided. Whoever 
said, “It’s a dog’s life,” anyway? 


—New York Herald Tribune, April 21, 1951 


The housing shortage is disgraceful and so is much of the hous- 
ing. The Chicago Housing Authority says 292,000 dwellings should 
be added to the present 1,050,000 to ease the shortage. One-sixth of 
the city’s dwellings have no toilet or no running water—an increase of 
20 percent over 1940. 

Negro housing is concentrated more rigidly than in southern 
cities. In the past decade the Negro population has soared past 
400,000, an increase of close to 45 percent as against 6 percent for 
whites. The new arrivals have been wedged into the old slums. A 
survey by the Real Estate Research Corporation in 1949 showed 
3,580 families and 646 roomers in dwellings built for 1,127 families. 

Landlords have hit ihe jackpot by carving up old tenements 
into one-room kitchenettes renting at around $80. Firemen carried 
the bodies of five children from one building in which 67 families, 
separated by celotex partitions, had occupied space designed for six 
families. 

—Public Affairs Committee, In These 10 Cities, March, 1951 
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(continued from inside front cover) 
selling job takes time and manpower—two scarce commodities for MR. 

There is another aspect to this problem. We recognize that it would 
be desirable to produce many more reprints than we are able to. But we 
also recognize that reprints can be a sort of substitute for the whole maga- 
zine. In many cases it should be possible for readers who want to disseminate 
a particular article to buy a bundle of magazines and use them instead of 
reprints. It is more expensive—for example, $5 will bring a bundle of 20 
magazines as against 40 of the reprint “Inside the United Nations”—but it 
does serve more effectively to introduce MR to potential subscribers. 

This is by way of reminding you that new subs are more important 
than ever. Don’t forget that Xmas is coming and that MR offers you a 
sensible and economical solution of at least part of your gift problem. Give 
MR to one friend and The Truth About Socialism to another. Total price— 
$4; average price per gift—$2. Where else can you get a bargain like that? 

We take our hats off to I. F. Stone whose column in the Daily Com- 
pass seems to get better and better. His coverage of the situation in Korea 
in the issues of August 27th through 30th and again on September 5th and 
6th was magnificent journalism. His treatment of civil rights questions con- 
sistently gets beneath the surface and exposes the true nature of the disease 
which is sapping the foundations of bourgeois democracy in this country. 
If Stone had the readership he deserves, he would be making a real dent on 
public opinion. We wish we could reprint more of his columns for the bene- 
fit of those readers of MR who do not have access to the Compass. Since 
we haven’t the space, we can only recommend that all MR readers do their 
best to get the Compass and pass the word along to their friends. 

Let us conclude with this month’s “letter of the month”—this time from 
an old friend who has supported and encouraged MR from the outset: 


The faithful postman delivered my September MR today, and I 
have this moment read the last word in it. That avid reading has left 
me with such a feeling of satisfaction and pleasure—a sort of reassured 
feeling—that I cannot resist the impulse to sit right down and write you. 

It is indeed gratifying to read your clear-sighted and factual 
“Review of the Month,” with which, as usual, the contents of this issue 
of MR open. In these dark days it does a man’s mind good to find that 
there are still a few—at least two—who see the present-day drama 
(tragedy would be a better name) as I myself see it. 

I must congratulate Professor Arthur K. Davis on his able article, 
“Behind the Civil Rights Crisis.” I realize it takes heroic courage for a 
man in his position to come out so boldly in print with the truth on these 
issues of the day, and I honor him for it beyond my ability of words. 
How I enjoyed “The Economic Superiority of Socialist Planning,” and 
how I wish such facts by such an authority could be laid before every 
reader in America today, The “Hitler big lies” which capitalism is 
employing to poison the public mind against the USSR are criminal. 
“Force and Violence on the Labor Front,” by Aleine Austin, would 
make a heart of stone ache, it seems to me. How American labor can 
move along in its servile, apathetic attitude is more than I can under- 
stand. My heaven! What does it take to awaken American labor? 
Lastly, I enjoyed I. F. Stone’s “The Implications of Redbaiting,” 
reprinted from the Compass. It is real literary art that can write of so 
serious a matter yet with the wit and humor Stone commands. The 
“Free World Department” is excellent, too, as are also the various 
“fillers” you have selected. 

Your little magazine is worth its weight in gold to me. 


= 
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